Mappings Service Overview UK

FinaMetrica Mappings Service Overview
Contents
1. About FinaMetrica and Mappings

Page 3

1.1 Why FinaMetrica?

Page 3

1.2 The FinaMetrica mapping process

Page 3

1.3 Why map your investment funds?

Page 4

2. Frequently Asked Questions

Page 4

2.1 What is the fee for mapping my investment fund?

Page 4

2.2 What information do I have to provide?

Page 5

2.3 What is the process for getting my investment funds mapped?

Page 5

2.4 What is the timing for completing a mapping and other key dates?

Page 6

2.5 What are the key agreement terms?

Page 6

Contact Us
Morningstar Inc.
fps@morningstar.com

Copyright © Morningstar Inc. All Rights Reserved.

Page 2

About FinaMetrica and Mappings

The FinaMetrica Risk Tolerance Toolkit™ helps advisors and enterprises create lifetime relationships, through
better advice that results in clients who refer more, invest more and remain suitably invested through market
highs and lows.
The FinaMetrica Risk Tolerance Toolkit was launched in 1998. It was developed and trialed in Australia over four
years with the assistance of the University of New South Wales. It's now maintained with expertise from the
London School of Economics, and has gained international recognition as world's best practice. The Toolkit’s
reliability and validity is backed by over a million uses by thousands of financial advisors in over 20 countries.
1.1 Why FinaMetrica?
❖ FinaMetrica long history speaks for itself. We have been servicing financial advisers in over 20 countries for
close to 20 years. Our largest markets are the United Kingdom, United States and Australia.
❖ To date, over a million FinaMetrica risk tolerance questionnaires have been completed. Unmatched by any
other providers.
❖ Relationships in the UK:






FinaMetrica has grown from traditionally appealing to small to medium sized firms that focused on
investment and pensions orientated financial planning to larger intermediaries including Grant
Thornton, Raymond James, Succession and Wren Sterling.
FinaMetrica is now the provider of choice with threesixty, the largest of the compliance support
companies in the UK.
FinaMetrica is integrated with cash flow modelling software Prestwood/Truth and Voyant.
FinaMetrica either directly or indirectly "touches" in excess of 10,000 advisers in the UK.

❖ FinaMetrica is actively involved in the Robo-advice segment, our risk profiling engine has been used to
‘power’ a number of Robo propositions in Australia, South Africa and Switzerland. Active discussions in the
UK are underway.
1.2 The FinaMetrica mapping process
The FinaMetrica process includes a methodology for expressing risk tolerance scores in terms of asset
allocations by way of a calculator which can produce a mappings table as shown below.
Risk Tolerance Score Ranges
Risk Comfort/Discomfort Zones for Each Asset Allocation
Growth
Asset Allocation

Assets

Too Much
Best Fit

Risk

Too Little
Marginal

OK Risk

Marginal

Risk

Conservative

0%

0 - 24

n.a.

n.a.

0 - 25

26 - 33

> 33

Cautious

20%

25 - 40

< 14

14 - 25

26 - 40

41 - 46

> 46

Prudent

40%

41 - 53

< 34

34 - 40

41 - 52

53 - 58

> 58

Balanced

60%

54 - 65

< 47

47 - 52

53 - 64

65 - 71

> 71

Growth

80%

66 - 82

< 59

59 - 64

65 - 79

80 - 92

> 92

High Growth

100%

83 - 100

< 72

72 - 79

80 - 100

n.a.

n.a.

Where:





the Best Fit ranges divide the FinaMetrica 0 to 100 risk tolerance scoring scale across the Asset
Allocations, showing for this particular set of Asset Allocations, which asset allocation is most
appropriate for a particular risk tolerance score;
the Too Much/Marginal/OK/Marginal/Too Little score ranges provide score ranges for each of the
Asset Allocations considered in isolation; and
the mapping is based on the proportion of defensive assets. Defensive assets being cash, fixed
interest and the like.

Copyright © Morningstar Inc. All Rights Reserved.

Page 3

1.3 Why map your investment products?
❖ FinaMetrica mapping service helps facilitate the use of your investment funds by advisers licensed to use
the FinaMetrica risk profiling system by taking some of the "friction" out of the sales process and saving
you time and effort.
❖ Investment funds that are mapped by FinaMetrica are more appealing to advisers as it takes the leg work
out of them having to ascertain whether the level of risk in each investment fund is suitable for a client in
terms of risk tolerance. It also reduces regulatory and business risks, diminish business processing
frictions and improve client communications for advisers.
❖ Advisers are also more confident in using investment funds that are independently mapped by
FinaMetrica as we do not have a vested interest in any investment management company.

Frequently Asked Questions
2.1 What is the fee for mapping my investment funds?
The licence fees are payable annually in advance and are stated in this service overview exclusive of any taxes,
duties or government charges.
❖ To determine the applicable fee, FinaMetrica needs to know how many fund suites you wish to map. A
fund suite is classified either as a Distinct Fund suite or a Parallel Fund suite.


A Distinct Fund Suit means a distinctly named suite of investment products with varying degrees of
risk each of which has a target asset allocation.



A Parallel Fund Suite means a distinctly named suite of investment products which in FinaMetrica’s
reasonable opinion has target asset allocations equivalent to those of a Distinct Fund Suite.

❖ The licence fees for each 12-month term will be calculated as follows:


for the first Distinct Fund Suite, £7500;



for the second Distinct Fund Suite, £4000;



for each additional Distinct Fund Suite, £3000; and



for each Parallel Fund Suite, £2000.

❖ Where additional fund suites are added during the term, the full 12 month amount will be invoiced upon
completing of the mappings and the 2nd year payment will then be pro-rated so that the billing period for
all fund suites coincide.
❖ During the term of the agreement, the licensee will be required to provide FinaMetrica with details of any
material change to a target asset allocation for a fund. A material change is defined to be a change of 5%
or more in the percentage of defensive assets in the asset allocation on a cumulative basis since that asset
allocation was last mapped. Whenever FinaMetrica has been notified of a material change in an asset
allocation, FinaMetrica may, in its absolute discretion,


decide that the fund suite needs to be re-mapped,



decline to continue mapping the fund suite ,or



determine that what was previously a Parallel Fund suite is now a Distinct Fund suite and vice versa.
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❖ The licence fee includes one free re-mapping within a 12-month term per Distinct Fund suite. When a free
re-mapping is undertaken for a Distinct Fund Suite, FinaMetrica will also provide free re-mappings for any
Parallel Fund Suite associated with that Distinct Fund Suite.
❖ Additional re-mappings after the first free re-mapping are billed at:


£2500 for each Distinct Fund suite; and



£1000 for each Parallel Fund suite.

❖ Where it has been ascertained after back-testing, that there is likely to be a need for re-mapping more
often than once a year, FinaMetrica will undertake quarterly mappings for the following annual licence
fees:


for the first Distinct Fund Suite, £11000;



for the second Distinct Fund suite, £5000;



for each additional Distinct Fund Suite, £4000; and



for each Parallel Fund Suite, £2000.

This is subject to FinaMetrica's agreement.
2.2 What information do I have to provide?
FinaMetrica require the following information to determine whether or not a suite can be mapped and whether
it is a Distinct or Parallel fund suite.
❖ The strategic/long term asset allocations/bands of the various investment funds that make up the final
offering. This includes all feeder funds.
❖ The current target asset allocations.

❖ Any indices that the components of the investment funds are benchmarked against.
❖ The maximum and expected costs that can be charged to the investment funds.
❖ Details of any synthetic instruments and the constraints on their application.
❖ Assets that may have non-immediate and/or uncertain values.
❖ Complete details of the asset groups i.e. the breakdown of local and international bonds and fixed
interest, with a further breakdown of low and higher risk fixed interest and something similar with growth
assets - and in particular the non-correlated assets.
❖ The history of each of the investment funds in the range/suite to understand the percentage that has
been invested in growth assets on a historic quarterly basis and how the percentages have varied within
the possible range for each. (In essence, our concern is to be able to fully understand how the allocations
have changed and could change in the future.)
2.3 What is the process for getting my investment funds mapped?
FinaMetrica’s core operating team is based in Sydney Australia. Our UK representatives support FinaMetrica in
the UK and will be your best point of contact for all enquiries relating to our mappings service. The usual
mappings process is outlined below.
❖ We will discuss our service offering and applicable fees and answer any questions you may have.
❖ Once you are happy to proceed, we will request the information outlined in 2.2.
❖ We will determine whether or not a fund suite can be map and whether it is a Distinct or Parallel fund
suite.

❖ We will send you a copy of our standard Mappings Licence Agreement for review.
❖ Once the terms of the Mappings Licence Agreement are accepted by you, we will confirm variable
commercial agreement details (e.g. representative details, initial term etc.) to finalise the Mappings
Licence Agreement for execution.
❖ We will send you a final soft copy of the Mappings Licence Agreement for signature.
❖ On receipt of a signed soft copy, we will countersign and send you a soft copy in return.
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❖ We will send you the mappings and an invoice.
Please note that there is no contract between us until we have both countersigned the Mappings Licence
Agreement.
2.4 What is the timing for completing a mapping and key dates?
❖ The usual turnaround time is about two months’ to review the investment funds, complete the mapping
and execute the Mappings Licence Agreement. It may take longer depending on the complexity of your
investment funds.
❖ In terms of dates;


We date the Mappings Licence Agreement on the day that the last party signs.



The commencement date from when your licence runs (e.g. from when the 12 months of a 12 month
licence starts) is the date on which we provide you with your initial mappings.



We may provide you with an estimated delivery date for mappings, but this is only an estimate and
may be affected by a number of factors.

❖ If you do not intend to use the mappings for some time, e.g. because your release was tied into a
marketing activity, let us know and we can adjust the commencement date accordingly or delay delivery of
the mappings.
2.5 What are the key agreement terms?
We have set out below some of the key provisions of the standard Mappings Licence Agreement:
❖ The Mappings Licence Agreement can only be terminated (other than because of someone's fault) at the
end of the initial term or a renewal term. If the Mappings Licence Agreement is not terminated, it
continues to roll over annually for further renewal terms (CL. 2)

❖ Invoices are to be paid within 30 days of receipt (CL. 6).
❖ FinaMetrica and its clients are both subject to confidentiality obligations (CL. 7).
❖ FinaMetrica does not need to process any personal data to provide its services and hence this is reflected
in the Mappings Licence Agreement (CL. 8).
❖ The Mappings Licence Agreement is a licence to use the mapping – the licensee has no ownership of the
intellectual property relating to the mapping. This does not however affect your ownership of the data and
information you provide to us (CL. 9).
❖ FinaMetrica offers its clients an indemnity if someone sues its clients because the mappings infringe
someone's intellectual property rights (CL. 10).
❖ The Licensee acknowledges that FinaMetrica is not providing financial advice or an investment strategy
recommendation (CL. 11).
❖ As FinaMetrica is not providing financial advice or an investment strategy recommendation it has limited
its general liability. However, we are happy to stand behind our mappings and hence we are willing to put
our revenue on the line and so in each year our liability is capped to the fees paid or payable by a client in
that year (CL.12). Note that our fees for the mapping services are structured on this basis – any requests
for liability changes will be reflected accordingly in the fee.
❖ The Mappings Licence Agreement covers all of the necessary law requirements in respect of anti-bribery
obligations (CL. 16).
❖ The governing law is English law and the English courts will hear any claims (CL. 29).
Our standard form agreements are used with all of our mappings clients and whilst it may not be a perfect
document (as all lawyers have a different view) it does serve the purpose well. We will consider alterations that
are relevant or reflect our commercial agreement; however, when requesting alterations, we ask that you
consider if the changes are fundamental in respect to the real nature of the mapping service, as any alterations
will incur costs to both parties.
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Disclaimer: Note that this service overview document is for guidance purposes only, is not to be relied upon
and does not form part of your contract with Morningstar Inc. Please let us know if you have any queries
regarding our engagement.

CLIENTS FOR LIFE
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